
FYE 2006 
   

GENERAL INSTRUCTIONS TO COST REPORT   
   

FREESTANDING AND CHAIN COMPONENT NURSING FACILITIES/ICF-MR PROVIDERS   
   

All financial information included in the cost report must be prepared in accordance with 
generally accepted accounting principles; however, where the Centers for Medicare and Medicaid 
Services Manual (CMS-15) differs from GAAP, CMS-15 will prevail.  The cost report must be filed 
using the accrual basis of accounting covering the accounting period from July 1, 2005, to June 30, 
2006.  All amounts should be reflected as whole dollars (unless otherwise indicated).  Any changes in 
accounting procedures from the previous year should be detailed on a separate sheet, with an 
explanation of the changes, and submitted with the current cost report.   
   
  Note that those facilities filing Medicare Cost Reports that are being allocated common costs 
of a hospital or other facility through the Medicare cost finding (Worksheet B) must file the cost 
report for hospital based providers in lieu of the freestanding nursing home cost report.  Only those 
facilities that qualify as a hospital based facility will be grouped as such.  (See Section 1002.1g of the 
Policies and Procedures for Nursing Facility Services manual.)   
   

A copy of the complete electronic cost report and questionnaire must be emailed to the 
Department by September 30, 2006.  The Policies and Procedures for Nursing Facility Services 
manual indicates that if the cost report is not emailed by September 30, 2006, the Department shall 
have the option of either terminating the provider agreement upon thirty (30) days written notice or 
imposing a penalty of $50 per day for the first thirty (30) days and a penalty of $100 per day for each 
day thereafter until an acceptable cost report is received by the Department.  The only condition in 
which this penalty will not be imposed is if written approval for an extension is obtained from the 
Program Manager of Nursing Home Reimbursement Services for the Department of Community 
Health prior to the September 30 deadline.  Since incomplete reports are subject to the same penalty 
as late filings, all facilities are encouraged to file by September 1, 2006, to insure no penalty is 
imposed.  Copies of the various supporting documents required by certain schedules should be 
attached to both copies of the cost report.  The supporting documents should be clearly labeled as to 
the schedule to which they refer.   
   

A cost report must be prepared by each owner of a nursing facility if the facility was sold 
during the current period.  Each owner should complete the cost report covering the period of their 
ownership of the nursing facility.   
   
All cost reports should be emailed as an attachment to nhcostreport@dch.ga.gov.  
   
 We encourage a careful review of all the instructions before starting to prepare the cost 
report.  Any costs which have been disallowed by the Department in prior years, and not reversed   
upon appeal, should be excluded in this cost report.  (Use Schedule B-4.)  Please refer to the Social 
Security Act, Title XIX, Section 1909 and Title XI, Section 1128A for an outline of conditions leading  
to possible criminal and civil prosecution for providers who insist on including unallowable costs on 
cost reports.   
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Please code the county number using the following list:   
   

Code Code Code Code Code 
001. Appling 033. Cobb 065. Grady 097. McDuffie 129. Sumter   
002. Atkinson 034. Coffee 066. Greene 098. McIntosh 130. Talbot   
003. Bacon 035. Colquitt 067. Gwinnett 099. Meriwether 131. Taliaferro   
004. Baker 036. Columbia 068. Habersham 100. Miller 132. Tattnall   
005. Baldwin 037. Cook  069. Hall  101. Mitchell 133. Taylor   
006. Banks 038. Coweta 070. Hancock 102. Monroe 134. Telfair   
007. Barrow 039. Crawford 071. Haralson 103. Montgomery 135. Terrell   
008. Bartow 040. Crisp 072. Harris 104. Morgan 136. Thomas   
009. Ben Hill 041. Dade  073. Hart  105. Murray 137. Tift   
010. Berrien 042. Dawson 074. Heard 106. Muscogee 138. Toombs   
011. Bibb  043. Decatur 075. Henry 107. Newton 139. Towns   
012. Bleckley 044. Dekalb 076. Houston 108. Oconee 140. Treutlen   
013. Brantley 045. Dodge 077. Irwin 109. Oglethorpe 141. Troup   
014. Brooks 046. Dooly 078. Jackson 110. Paulding 142. Turner   
015. Bryan 047. Dougherty 079. Jasper 111. Peach 143. Twiggs   
016. Bulloch 048. Douglas 080. Jeff Davis 112. Pickens 144. Union   
017. Burke 049. Early 081. Jefferson 113. Pierce 145. Upson   
018. Butts  050. Echols 082. Jenkins 114. Pike  146. Walker   
019. Calhoun 051. Effingham 083. Johnson 115. Polk  147. Walton   
020. Camden 052. Elbert 084. Jones 116. Pulaski 148. Ware   
021. Candler 053. Emanuel 085. Lamar 117. Putnam 149. Warren   
022. Carroll 054. Evans 086. Lanier 118. Quitman 150. Washington   
023. Catoosa 055. Fannin 087. Laurens 119. Rabun 151. Wayne   
024. Charlton 056. Fayette 088. Lee  120. Randolph 152. Webster   
025. Chatham 057. Floyd 089. Liberty 121. Richmond 153. Wheeler   
026. Chattahoochee 058. Forsyth 090. Lincoln 122. Rockdale 154. White   
027. Chattooga 059. Franklin 091. Long  123. Schley 155. Whitfield   
028. Cherokee 060. Fulton 092. Lowndes 124. Screven 156. Wilcox   
029. Clarke 061. Gilmer 093. Lumpkin 125. Seminole 157. Wilkes   
030. Clay  062. Glascock 094. Macon 126. Spalding 158. Wilkinson   
031. Clayton 063. Glynn 095. Madison 127. Stephens 159. Worth   
032. Clinch 064. Gordon 096. Marion 128. Stewart    

 
 The Medicaid Cost Report can be prepared in a more efficient manner if a prescribed 

sequence is followed.  A suggested sequence for the preparation process is provided:   
   

1.  Schedule A, statistical information can generally be prepared at any time.   
 

2.  Schedule B, B-1, B-2 and B-3 per books columns should be prepared first.   
  

3.  Schedules C and C-3, per books columns should be prepared next.  At this time, a 
complete set of the provider’s financial statements will have been transcribed in the 
cost report.  All amounts in the provider’s general ledger should be reflected in the 
B and C schedules section.   

 
4.  Schedules B-6,  D, E, F, G, G-1, etc. and H should then be prepared.  These 

schedules substantiate amounts reflected per books in Schedules B and C.  Certain 
adjustments to allowable costs will surface, if applicable, as these schedules are 
prepared.   
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5.  Schedules B-1A, B-4 and B-5 should then be completed which will finalize all 
adjustments to allowable costs.   

 
6.  All adjustments in Schedules B-1A, B-4 and B-5 should be entered, as appropriate, 

on Schedule B-2, the computation of “as adjusted” allowable costs by cost center 
made, and the “as adjusted” totals entered on Schedule B.   

 
7.  A thorough final review should be made of the finalized cost report to verify it is 

complete, clerically accurate and cross referenceable.   
   
     
SCHEDULE CP - INSTRUCTIONS   
   

Schedule CP is the certification required to be signed by the owner, corporate officer or 
administrator, as indicated on the schedule.  Unsigned reports will not be accepted.  The passcode 
issued by the Department must be entered to serve as the electronic signature.  If you do not have a 
passcode, please send an email to nhpassword@dch.ga.gov to request a passcode for your facility. 
Further, a place is provided for the preparer of the cost report (if not an employee of the provider) to 
be identified.  Where applicable, please provide the preparer’s complete address and phone number.   
   
SCHEDULE A   
   
Part I - Inpatient Days - Total inpatient days by month are to be reported by form of payment 

(Medicare, Medicaid (FFS), Medicaid (CMO), or Private and Other) and by whether or not 
the patient is onsite or out on a leave/hospital stay (Hospital/Leave days for Medicaid 
recipients should only include those days reimbursable under the Medicaid Program).  A 
patient day is the care of one patient during the period between the census-taking hour of 
two successive days.  When a patient is admitted and discharged on the same day, this must 
be counted as one inpatient day.  Column 1 should contain only Medicare recipient patient 
days.  Column 2 should contain any Private pay & Other onsite patient days.  Column 3 
should contain any Private pay and Other Hospital/Leave patient days.  Column 4 should 
contain any Medicaid (FFS) onsite patient days.  Column 5 should contain any Medicaid 
(CMO) onsite patient days.  Column 6 should contain any Medicaid Hospital/Leave days.  
Column 6 should be the total of columns 1, 2, and 4.  Column 7 should be the total of 
columns 1, 2, 4 & 5.  Column 8 should be totals of columns 3 & 6 across.  Line 13, column 8 
should also equal the sum of column 8, lines 1-12 for the applicable period.  Please Note:  
Hospice days are considered private pay days.  These days should be listed in column 2.  See 
our Policies and Procedures manual for further information.   

   
Part II - Bed Capacity - Total beds, as certified by the Standards and Licensure Unit of the 

Department of Human Resources, are to be listed in the spaces provided.  Temporary 
changes in bed availability because of alterations, painting, etc., do not affect bed capacity.  
Distinct part facilities must provide bed capacity information separately for NF and ICF-
MR.   
 
Bed days available are determined by multiplying the number of days in the period times 
number of certified beds.  Take into account increases or decreases in the number of beds 
available and the number of days elapsed since the increase or decrease.  As an example, if 
the number of certified beds increased from 50 to 100 as of September 30 of the reporting 
period the calculation would be as follows:   

   
    50 beds for   92 days =   4,600 bed days available   
  100 beds for 273 days = 27,300 bed days available   
                365 days = 31,900 bed days available   
                          during the period   
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Part III - Percent Occupancy - The percent of occupancy should be computed for each category in 

which bed capacity information has been provided.   
   
Part IV - Minimum per diem Semi-Private Rates as of Last Day of Reporting Period - The minimum 

per diem semi-private rates must include only those charges for services comparable to those 
included in the Medicaid patient rate.  Refer to the policies and procedures manual for 
information on how the facility’s customary charges to the general public for services 
provided under the Georgia Medical Assistance Program can affect its reimbursement rate.   

   
SCHEDULE B, B-1, B-2 AND B-3   
   

Subschedules B-1, B-2 and B-3 provide the means to accumulate the information required 
for Schedule B.  Specific cross references to the pertinent subschedule are included in the Schedule B 
format.  The per books amount reflected in Column 3 of Schedule B will require a combination of 
amounts from the applicable periods of the two fiscal years, if the provider’s year end is other than 
June 30.  Note that all per books amounts (Column 1) of Schedule B-2 must be carried over to 
Column 3 net of adjustments, if any.   
   
  The basic format of the subschedules follow the standard chart of accounts detailed in the 
DCH’s Uniform Chart of Accounts manual.  (Refer to the policies and procedures manual for 
further information.)  As stated therein, all providers participating in the Medicaid Program must 
utilize the Standard Chart of Accounts.  Note that the account numbers have been grouped to 
accumulate information by the cost centers per Schedule B.   
   
SCHEDULE B-1   
   

 Routine Service Revenues (Lines 1-14) and Ancillary Revenues (Lines 15-28) are self-
explanatory.  Line 14 should be equal to Schedule B, Line 1 and Line 28, Column 1 should be equal 
to Schedule B, Line 2.  Charges refer to the regular rates established by the provider for services 
rendered to both beneficiaries and to paying patients.  Charges should be related consistently to the 
cost of the services and uniformly applied to all patients whether inpatient or outpatient.  All 
patients’ charges used in the development of apportionment ratios should be recorded at the gross 
value; i.e., charges before the application of allowances and discounts deductions.  (See CMS-15, 
Section 2206.1 for information on accrual of charges and Section 2204.1 for hospital-based physicians 
charges.)  Please note that several new accounts have been added as ancillary revenue categories.   
   
SCHEDULE B-1A   
   

 The purpose of this schedule is to calculate the Ancillary expense adjustments necessary to 
properly determine the Medicaid program’s portion of ancillary services provided.  Please make sure 
that costs and charges are properly matched in the appropriate columns of Schedule B-1A.   
     

Line 1: The sum of the individual line items from Schedule B-2, Column 1, for each 
particular ancillary service should be entered here.  For example, the amount to report on 
Line 1 for Physical Therapy is the sum of the amounts reported on Schedule B-2, Column 1, 
Lines 23-27a.:  If the amounts do not agree with Schedule B-2, submit a supplementary 
schedule reconciling the two amounts.   

   
Line 2:  Report the amount of any Schedule B-4 adjustments to Ancillary expenses for each 
particular type of ancillary service.   
   
Line 3:  This is the difference between Line 1 and Line 2.  For the Therapy Room Overhead 
columns, these numbers should be the amounts calculated on Schedule B-5, line 12a. 
 
Line 4:  Total charges from Schedule B-1, Column 1, for each particular ancillary service 
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should be reported on this line.   Total Charges for the Therapy Room Overhead columns 
should be the sum of the amounts entered for Physical, Speech, and Occupational Therapy. 
   
Line 5:  This is Line 3 divided by Line 4.  The result is the cost to charges ratio.  Include at 
least 4 digits to the right of the decimal point.   
   
Line 6:  Report Medicaid charges for each particular ancillary service from Schedule B-1, 
Column 2, for each particular type of ancillary service.  (Medicaid charges must be 
accurately tracked.  Estimates are not allowable).  Medicaid Charges for the Therapy Room 
Overhead columns should be the sum of the amounts entered for Physical, Speech, and 
Occupational Therapy. 
   
Line 7:  Medicaid cost is calculated by multiplying Lines 5 and 6 for each particular type of 
ancillary service.   
   
Line 8:  Total patient days are originally reported on Schedule A, column 8, Line 13.  Total 
patient days (same number) should be reported for each type of ancillary service.   
   
Line 9: Medicaid patient days are originally reported on Schedule A, Columns 4 and 5, Line 
13.  The number to report on Line 9 is the sum of Column 4 and 5, on Line 13.  Total 
Medicaid patient days (the same number) should be reported for each type of ancillary 
service.   
   
Line 10:  Maximum allowable costs equal Medicaid cost (Line 7) times the ratio of total 
patient days to Medicaid patient days (Line 8 divided by Line 9).   
   
Line 11:  Compare the amounts on Lines 3 and 10.  Enter the larger amount here.   
   
Line 12:  The amount of the Schedule B-4 adjustment is the difference between maximum 
allowable costs (Line 10) and the amount on Line 11.  These amounts should be reported on 
Schedule B-4 and adjusted to allowable costs on Schedule B-2, Column 2.   

   
 SPECIAL NOTE:  The costs of prescription drugs, Non-emergency Transportation, Radiology, and 

Laboratory are not allowable under the Nursing Home Program.  (See Chapter 900 of the 
Policies and Procedures for Nursing Facility Services manual.)  Costs and revenues related 
to these should not be included on Schedule B-1A.   The costs should be removed using line 5 
of Schedule B-4. 

   
SCHEDULE B-2   
   

Refer to Schedule B-4 where adjustments to expenses are summarized by type of 
adjustment.  Such adjustments are to be entered in the adjustment column of Schedule B-2 for the 
appropriate expense account to arrive at the “as adjusted” amounts.  Also refer to Schedule B-5 
where an allocation of operating expenses is made to non-patient care areas and therapy rooms, 
where applicable.  The results of this allocation, if applicable, are entered in the “as adjusted” 
column of Schedule B-2 on the line designated for this adjustment.  After all adjustments have been 
reflected, the “as adjusted” totals for all Schedule B-2 line items should be determined and the “as 
adjusted” total, by cost center, entered in Column 4 of Schedule B.   
   

Total salaries and wages data, by operating expense cost center (Column 1 of Schedule B), 
will be obtained from the salaries expense accounts in Schedule B-2.  As an example, the Routine 
Service center salaries for nursing facilities would require the amount per Column 3 in Schedule B-2 
for account number 600.10 to be listed in Column 1, Line 5 of Schedule B.  (Schedule B, Column 1 
should also equal Schedule G, Column 2).   
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SCHEDULE B-3   
   

This schedule should be utilized only if applicable amounts specifically related to the NF or 
ICF-MR facility have not been included in Schedules B-1 or B-2.   
   
SCHEDULE B-3A - NURSE AIDE TRAINING AND TESTING   
   

Report all costs incurred for nurse aide training and testing on Schedule B-3A.  The 
amounts shown for costs may, or may not, be the same as revenue received.  Do not report revenue 
received on this Schedule.  Only actual verifiable costs should be reported on Schedule B-3A.  These 
costs must meet the criteria established by DCH’s Uniform Chart of Accounts.  The total amount of 
this schedule should be transferred to Line 167a, Column 1 of Schedule B-2.   
   

In addition, there will be a final audit settlement made after actual expenses incurred are 
reviewed against reimbursement received from DCH.  Therefore, all nurse aide training costs 
incurred should be adjusted out of Schedule B-2, Line 167a, Column 2 via a B-4 adjustment on Line 
46.   
   
SCHEDULE B-4 - (Refer to CMS-15, Chapter 21 and the policies and procedures manual for 
guidelines on principles of allowable costs).   
   

All adjustments to expenses per books are summarized on this schedule with the exception of 
those reported on Schedule B-5.  Line descriptions indicate the more common activities which affect 
allowable costs or result in costs incurred not applicable to patient care and thus require adjustment.   
   

Adjustments which may be necessary include, but are not limited to, revenues which are 
considered recoveries of cost (sale of meals, purchase discounts or rebates of expenses, etc.) or direct 
expense adjustments not allowed by specific regulations (bad debts and excessive owner’s 
compensation, etc.).  Please include prior year audit adjustments which offset current year cost and 
beginning equity capital.  The principles of reimbursement under Medicare will apply except for cost 
of items specifically excluded from the Georgia Medicaid Plan.   
 

On June 6, 1990, the Board of Medical Assistance voted to disallow certain costs.  Please 
refer to Chapter 1000 of the Nursing Home Policies and Procedures manual for specifics regarding 
these costs.  Some of the non-allowable costs include lobbying expenses, membership in civic 
organizations, certain out-of-state travel and certain vehicle depreciation and air transportation.  In 
addition, 50% of membership association dues, certain legal fees and various advertising costs are 
non-allowable.  Any of these costs included on the cost report should be adjusted out by a B-4 
adjustment.   
   

Column 1 - The amounts entered on Schedule B-4, should be noted “A” where the facility 
can determine costs.  Where costs are not determinable, the notation “B” should be entered 
to indicate that the amount received for the service is the basis for the adjustment.   

   
Column 2 - Each adjustment amount must be entered in the appropriate line item category.  
Where the amount received is used as the basis for adjustment, the amount of the 
adjustment will generally agree with the revenues reported on Schedule B-3, Part I.   

   
Column 3 - The Schedule B-2 line number cross reference must be provided in Column 3 for 
each line item to indicate where the adjustment will be recorded in Schedule B-2.  Certain 
adjustments resulting from cost allocations, or where amount received is used as a basis for 
the adjustment, etc. will be difficult to relate to a specific account number.  A separate line 
item has been established in each cost center in Schedule B-2 to reflect such adjustments 
described as “Adjustments Not Related To Specific Accounts”.  Each adjustment should be 
entered in the adjustment column (Column 2) of  Schedule B-2 on the line number 
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designated.   
   
Column 4 - Any clarifying comment that will help substantiate the position taken should be 
included.  If the space is not adequate, a statement should be attached as an exhibit to this 
schedule.   

   
Any adjustments not computed through an existing support schedule in the cost report or 

determined by using the amount received per Schedule B-3, will require additional clarification 
through a supporting computation attached as an exhibit to this schedule.   
   
SCHEDULE B-5 (Note that this schedule does not have to be prepared if there are no non-patient 
care areas or therapy rooms).  For purposes of completing Schedule B-5, non-patient care area is 
defined as - any area of the facility that is used for activities that are either not covered by the 
Medicaid program or that the provider receives compensation solely from a third party payer, such 
as Medicare.   
   

The purpose of Schedule B-5 is to isolate indirect expenses included in patient care cost 
centers related to non-patient care and therapy activities.  Non-patient care activity expenses are not 
allowable costs for Medicaid reimbursement purposes and should be removed from the patient care 
cost centers.  Examples of non-patient care areas are included in Schedule B-5.   The non-Medicaid 
utilization portion of indirect expenses related to therapy activities is calculated on Schedule B-1A, 
using the amounts calculated on Schedule B-5.  These amounts should also be removed from the 
patient care cost centers. 
   

Detail instructions for the allocation of indirect expenses to non-patient care and therapy 
areas are as follows:   
   

Line 1 - Insert the total expenses, as adjusted, before allocation of indirect expenses for the 
cost centers from Schedule B-2.  This amount will be used as the expense allocation basis in 
lines 2 through 13 below.   

   
Line 2 through 13- Certain common non-patient care areas have been listed.  This list is not 
all inclusive and space has been provided (Lines 5 through 11) to list any such areas peculiar 
to particular provider.  Column 1 requires that the square feet of each non-patient care area 
and the patient care (in total) be listed so as to compute each area’s percentage (%) 
relationship to the total.  As an example:   

   
       Square Feet/   
         % of Total   

   
  Rental (Sub-Lease)      100         5%   
  Gift Shop          100         5      
  Non-Patient Care         200        10   
  Therapy Room             200        10 
   Patient Care      1,600        80      
     Total        2,000      100   

            ====     ===   
   

Based on the above, 5% of each cost center’s total adjusted costs would be allocated 
to each of the non-patient care areas and 10% to the therapy room.  The total 
allocated to each cost center for non-patient care areas (Line 12) would be 
transferred to Schedule B-2 as an adjustment to allowable costs.  The total allocated 
to each cost center for the therapy room (line12a) should be transferred to Schedule 
B-1A to calculate the non-Medicaid utilization portion of the cost.  Column 1a 
requires that pounds-of-laundry used in each non-patient care area and in the 
patient care area (in total) be listed so as to compute each area’s percentage (%) 
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relationship to the total.  If pounds-of-laundry is used as an allocation statistic, at 
least 3 months of documented usage during the cost reporting period must have 
been obtained.  The use of pounds-of-laundry is optional and can only be used for 
the distribution of Laundry costs.  Square feet will be used when pounds-of-laundry 
is not selected.  

   
Line 14 - Sum of Lines 12 and 13.  The total amount allocated (Line 14) should agree with 
total expenses, as adjusted (Line 1).   

   
Note that Schedule B-5 isolates only indirect expenses related to non-patient care and 

therapy activities.  Any direct expenses (salary, supplies, etc.) applicable to non-patient care activities 
should be (1) reflected on Schedule B-3, Part II, and thereby not require any adjustment because the 
amounts on Schedule B-3 are not included in allowable costs, or (2) listed as separate adjustments on 
Schedule B-4.   
   
SCHEDULE B-6   
   

The purpose of Schedule B-6 is to accumulate information on contractual services provided 
the facility by nonrelated parties for amounts of $100 or more per month, or $1200 or more per 
annum.  This schedule should include all such services covered by contractual agreement, written or 
oral, such as full management services, accounting services only, medical (including Medical 
Director) or pharmaceutical services, therapists, dieticians, maintenance or laundry services, 
catering services, etc.  Suppliers of products such as raw food, office supplies, etc. should not be 
included.  Only one service should be listed on each line.  If additional lines are required, submit that 
information on additional copies of Schedule B-6.  (Use Line 10a for an aggregate amount of all other 
contractual services that do not meet the dollar criteria for separate listing.  Items on Line 10a must 
be allocated separately in Column 3 of allocation section of Schedule B-6.)   
   
Column 1 - The name of the service entity (corporation, partnership or individual) should be listed.   
   
Column 2-4 - Owners of the entity and their ownership percentages should be listed only if the entity 

has less than five owners, and if the total fees for a particular arrangement exceed the 
monetary criteria.  If the entity listed in Column 1 is an individual, the individual’s name 
should be reported in Column 2.   

   
Column 5 - A brief description of services provided should be listed.   
   
Column 6 - For DCH use only.  No information required.   
 
Column 7 - Provider number, if applicable, of entity.   
   
Column 8 - A brief description of the contractual arrangement is required.   
   
Column 9 - The total expense (line 11) should be provided and reconciled by cost center to that 

recorded in Schedule B-2 by completing Lines 12 through 19. 
 
Column 10 - Self explanatory. 
 
SCHEDULE C   
   

The balance sheet format is consistent with the accounts detailed in DCH’s Uniform Chart 
of Accounts manual.  The account numbers from this standard chart of accounts have been provided 
for each line item required for the balance sheet.  The accrual basis of accounting is required to be 
used by the provider.  Since CMS has eliminated the return on equity effective October 1, 1993, it 
will not be necessary to calculate adjustments on average return on equity for Medicaid purposes.  
Enter balance per books by each applicable line item caption.  (Detailed schedules should be 
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available for all balance sheet items.)   
Recipient funds (Patient Trust Funds) are to be separately maintained from the provider’s 

funds.  Refer to the policies and procedures manual.  These funds and the related liability are 
required to be separately stated and the total reported on Line 44 should agree with the detailed trial 
balance of patient accounts.  Interest earned on patient funds should be distributed to the patients or 
held for distribution to them.   
   
SCHEDULE C-1   
   

The analysis of capital information will be obtained from a review of the general ledger 
accounts summarized in the column heading.  Cross referenced information has been provided in the 
schedule format and a careful review should be made to insure that all cross referenced amounts are 
in agreement.  Particular care should be taken so that the beginning of the period equity (Line 1) 
agrees with that reported in the prior year’s cost report on Schedule C, Line 84, Column 1.   
   
SCHEDULE D   
   

The analysis of fixed assets and related depreciation is presented in two segments; the first 
part is a summary of the total assets and second part is a summary of those assets that are not related 
to patient care.   
   

A separate line is available for capitalized leases (Line 11).  A detail of the information on 
these leases is required on Schedule E and the total amortization of the capitalized asset in Columns 7 
and 8 of Schedule D will cross reference directly to the amount shown on Schedule E, Line 12, 
Columns 6 and 7.   
   

A detailed explanation of how the required information is to be presented in Schedule D 
follows:   
   

Column 2 - List the total cost per books by category of property.  The applicable 
account number from the DCH’s Uniform Chart of Accounts manual has been provided.  
The total of Column 2 must agree with the amount reported in Schedule C.  Note:  If an 
appraisal has been approved by the Department, and a combination of different cost and 
asset lives are used in Schedule D, a detailed depreciation schedule must be attached which 
reflects the composite effect.  For example, an existing structure with a remaining useful life 
of thirty (30) years, and a new addition with a useful life of forty (40) years, would have to be 
placed on a detailed depreciation schedule.  It must be clear to the Department how the 
depreciation taken during the period is arrived at.  It may be possible to have more than one 
cost under each classification being depreciated under different asset lives, one by the 
appraisal and the other by DCH guidelines.   
   

Column 3 - If salvage value is considered in computing depreciation per books, 
show the appropriate amount in Column 3.   
   

Column 4 - List the accumulated depreciation per books by asset category.  The 
total of Column 4 must agree with the amount reported on Schedule C.   

   
Column 5 - Indicate what method of depreciation is being used to record 

depreciation per books, straight-line, declining-balance or sum-of-the-years digit method.  
Generally, the straight-line method is required to be used for reimbursement purposes and 
any difference between depreciation computed on any other method and the straight-line 
method should be included in Column 11.  Refer to CMS-15, Section 116, for information on 
exceptions to the straight-line methods.  (See note under Column 2).   

   
Column 6 - The asset life used by the provider for the depreciation calculation per 

books should be listed in Column 6.  Refer to instructions for Column 9 where adjustment is 
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required to allowable costs because asset lives used per books are less than Department 
guidelines.  (See note under Column 2).   

   
Column 7 and 8 - Depreciation or amortization for each asset category recorded per 

books should be listed, broken out between depreciation or amortization for assets acquired 
from a related party vs. nonrelated, and the total of each should agree with the applicable 
amount reported on Schedule B-2.   

   
Column 9 - The asset guideline lives as prescribed by the Department are provided 

in this column.  Guideline lives for buildings are provided in the instructions to Schedule D-
1.  Depreciable lives for buildings should not be less than the American Hospital Association 
(AHA) guideline lives provided in these instructions.  The amortization period for 
capitalized leases should be the lesser of the noncancellable period of the lease or the 
Department’s guideline lives.  If the provider has substantive economic justification for 
shorter lives than the guideline lives, a statement outlining the applicable facts should be 
attached as an exhibit to this schedule.   

   
Column 10 - Allowable depreciation based on the straight-line method at no less 

than the guideline lives should be computed and entered in Column 10 for depreciation on 
assets acquired from nonrelated parties if different from that recorded in Column 8.  Any 
adjustments for depreciation on assets acquired from a related party will be computed on 
Schedule H.  If the Department has evaluated a maximum depreciation allowed from an 
appraisal report the excess should be eliminated as being unallowable.   

   
Column 11 - The difference between Column 8 and Column 10 should be entered in 

Column 11.  The total of Column 11 will result in an adjustment to allowable costs and 
should be entered on Schedule B-4.   

   
The information required for those assets not related to patient care listed on Line 13 is 

similar to that described above.  The total depreciation, however, for these assets is not allowable 
(e.g., a boat or mobile home, etc, not required for patient care).  The total depreciation shown in this  
section should be entered on the appropriate line of Schedule B-4.  Note that if these assets are part 
of the allocation to nonpatient care areas on Schedule B-5, or if the depreciation has already been 
included on schedule B-3 in the nonallowable costs section, no further adjustment is required on this 
schedule.  Use of a vehicle for transportation to and from an employee’s residence and the health 
care facility is not considered to be patient care related and must be allocated as personal use.   
   

(SCHEDULE D-1 - INSTRUCTIONS)   
   

 The following are the AHA guideline lives for buildings:   
   
  Boiler house______________________________________ 30   
 Garage   

  Masonry__________________________________ 25   
  Wood frame_______________________________ 15   

  Masonry, reinforced concrete frame__________________ 40   
  Masonry, steel frame, fireproofed____________________ 40   
  Masonry, steel frame, not fireproofed_________________ 30   
  Masonry, wood frame______________________________ 25   
  Multi-level parking, structure, masonry_______________ 25   
  Residence   

  Masonry__________________________________ 25   
  Wood frame_______________________________ 25   

  Storage Building   
  Masonry__________________________________ 25   
  Metal garden type__________________________ 10   
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  Wood frame_______________________________ 20   
   

If the provider has substantive economic justification for shorter lives than the above 
guideline lives, a statement outlining the applicable facts should be attached as an exhibit to 
this schedule.   

   
Column 1 - Information on leased facilities (not equipment) is to be provided in this 

column.  The detail information on the lease arrangements would be provided in Scheduled 
E.   

   
Column 2 through 4 - Information on purchased facilities is to be provided in these 

columns.  The total cost and depreciation will cross reference to Schedule D as indicated on 
the schedule.   

   
SCHEDULE E   
   

All lease arrangements must be summarized on this schedule; those leases that have not been 
capitalized should be listed in Part I and those leases that have been capitalized should be listed in 
Part II.  If the Department has allowed a maximum lease as the result of an appraisal analysis, the 
actual expenses should be recorded here but the excess over the Departmental guidelines should be 
adjusted out in Column 2 Schedule B-2 under Property/Related allowable lease expenses.   
   

The column headings are self-explanatory as to the information required.  Any lease with a 
related party (See Instructions to Schedule H for information on what is a related party) should be 
listed in the appropriate section of Schedule H.  This requirement applies whether the lease has or 
has not been capitalized.  The total rent expense, or amortization expense in the case of capitalized 
leases,  must cross reference to the other schedules indicated.   
     

If any leases listed are part of a sale leaseback arrangement, the provider must attach a 
supporting explanation as to the complete terms of such arrangement.   
   
   
SCHEDULE F   
   

List the total interest expense incurred for the period.  Be sure to include interest expense 
information on loans paid off during the period.  The total interest expense should agree with the 
amounts reflected in Schedule B-2.   
   
SCHEDULE G AND G-1   
   

Schedule G is a summary of the current year’s adjusted salaries, employee benefits and per 
hour information.  Salary data should agree with Schedule B-2, Column 3.  Salary data for Nurse 
Aide Training and Testing should agree with Schedule B-3A Line 1.  Employee benefits information 
has been moved from the questionnaire to Schedule G.  The schedule is self-explanatory; however, be 
sure that total benefits and payroll taxes equal the total of Schedule B-2 amounts and B-3A for Nurse 
Aide Training and Testing.   
   

Schedule G-1 is generally used to list all compensation by position or title that exceed an 
annual salary of $45,691. Employees who are owners or non-owner related parties should also be 
listed.  Please be sure to include cost center location for each listing.  (All individuals with portions of 
salary cost and/or hours at other facilities or Non-Medicaid entities must be listed with an asterisk 
designated after each amount.)   
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SCHEDULE H   
   

All related party transactions are to be summarized in Part I of this Schedule.  A related 
party may be a corporation, partnership, or individual.  (Refer to Chapter 10 of CMS-15 for an 
explanation of what constitutes a related party and how this can affect allowable costs.)  In general, 
related to the provider means that the provider, to a significant extent, is associated or affiliated with, 
or has control of, or is controlled by the organization furnishing the services, facilities, supplies, etc.  
Further, costs applicable to services, facilities and supplies furnished to the provider by organizations 
related to the provider by common ownership or control are includable in the allowable cost of the 
provider at the cost to the related party.  Such costs must not exceed the price of comparable 
services, facilities, or supplies that could be purchased elsewhere.  Where the cost of a related party is 
included in allowable costs, supporting financial statements of the related party cost for the cost 
report period must be furnished.   
   

However, as stated in CMS-15 and the policies and procedures manual by reference, 
payments to related parties operating on an arms length basis would be included in allowable costs 
on the basis of charges.  Refer to Section 1010 of CMS-15 for further details on this exception to the 
related party principle.   
   

The break out of information in Schedule B-2 provides for segregation of all related party 
transactions by cost center.  All amounts included in the related party categories in Schedule B-2 
must be detailed in the appropriate section of Schedule H and all items in Schedule H must be 
classified in the related party categories in Schedule B-2.   
   

Each category of related party data in Part I has a column established to capture any 
adjustments to allowable costs, which is essentially the difference between the total paid by the 
provider and the cost to the related party.  The following is additional information applicable to 
Items 1 through 4.   
   

Item 1 - The non-allowable rent expense in Column 5 is the difference between either the 
amount included in expense (Column 2), or the amount amortized (Column 3) per 
Schedule E, and the cost to the related party  (Column 4) which includes 
depreciation, insurance, taxes, interest and other costs paid by the lessor.  Lines 6 
through 11 are provided to accumulate the related party cost.  Depreciation of the 
lessor must be calculated over the guideline lives per Schedule D.   

   
Item 2 - If an asset has been purchased from a related party, the depreciation cannot exceed 

that which would have been recorded by the related party had the asset not been 
purchased by the provider.  Thus the non-allowable expense in Column 8 represents 
the difference in the total depreciation recorded by the provider in Column 6 and 
that computed as the cost to the related party in Column 7.  Columns 3 through 5 
require historical cost information relating to the related party for the computation 
in Columns 6 through 8.   

   
Item 3 - Generally, interest paid to partners, stockholders and related parties (Column 6) is 

not an allowable cost, except for loans made before July 1, 1966, provided the terms 
and conditions of such loans have not been subsequently modified (Refer to CMS -
15, Chapter 2 for further information).  Lines 18 through 21 are provided to list all 
related party receivables.  Lines 22 through 25 are provided to list all related party 
payables.  The information required in columns 2 and 3 is only for loans paid off 
during the current period.   

   
Item 4 - The information requested for purchases and services from related parties 

(Contracted services, purchases of supplies, etc.) and home office allocations should 
be summarized in the space provided.  The amount included in expense (Column 4) 
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should agree with schedule I-1 of a Home Office Cost Report and the cost to the 
related party (Column 6) should agree with schedule I-4 of a Home Office Cost 
Report.  The amount recorded as expense (Column 4) in excess of the cost to the 
related party (Column 6) should be entered as a non-allowable expense in Column 
7.  The total recorded expenses of Item 4 on line 37 should be reconciled by 
completing lines 39 through 46 to the amount of  related party expenses recorded by 
cost center in Schedule B-2.  Note that each line item(s) listed represented by a 
separate set of books should be supported by a separate Home Office Cost Report.  
If the Part I first question is a “No” answer, Part II must still be filled out is 
applicable.   

   
Part II requires additional information on related parties, including ownership, employees, and 
officers of the provider as follows:   
   

Item 1 - This section summarizes all the related parties listed in Part I.  The name of the 
related party (corporation, partnership, or individual) and the provider number, if 
applicable, should be listed in Columns 1 and 2.  If the related party is a corporation 
or partnership, the stockholders or partners are required to disclose their names, 
ownership percentages, and social security numbers in Columns 3 through 5,  
respectively.  If the related party is an individual, repeat the name from Column 1 
in Column 3.  A brief description of services provided should be included in Column 
6.  Column 7 is for DCH use only and no information is required.  Columns 8 and 9 
should indicate the line number in Part I where the detailed and dollar amounts are 
included in expense.  It will also be necessary to list in Columns 10 and 11 any other 
services provided (and applicable provider number) by the related party which are 
reimbursed through other Medicaid programs.  As an example, a related party 
providing some form of contractual services may be a physician, pharmacist, 
physical therapist, etc. who also bills for services provided individually to recipients.   

   
Item 2 - The name(s) of the owner(s), of the provider, (corporation, partnership, or 

individual) and percentage owned should be listed in Column 1.  If the owner is a 
corporation or partnership, the stockholders or partners, their ownership 
percentages, and their social security numbers should be listed in Columns 2 
through 4 respectively.  If the entity is an individual, repeat the name and 
percentage of ownership from Column 1 in Columns 2 and 3.  Columns 5 and 6 
should detail the name and provider number of any other nursing homes in which 
the owning entity, the individual owners or their relatives (parent, spouse, child, 
grandparent, sibling, and in-law) have interest.  Attach a separate page if necessary.  
It will also be necessary to list in Columns 7 and 8 any other services provided (and 
applicable provider number) by the owning entity or the individual owners which 
are reimbursed through other Medicaid programs.  As an example, an owner may 
be a physician, pharmacist, physical therapist, etc., who also bills for services 
provided individually to recipients.   

   
Item 3 - Each employee or officer who (1) receives compensation and (2) is an owner (either 

directly or through beneficial interest) or is a relative (as defined in instructions to 
Item 2 above) of an owner, the Administrator or Assistant Administrator must be 
listed in this section.  The relationship is to be described in Column 4.  The 
Administrator and Assistant Administrator must be listed regardless of ownership 
interest.  In addition, all Directors should be listed by individual and the total 
Director’s fees listed in Column 8 should agree with that in Schedule B-2.  Total 
other compensation must include the amount of compensation resulting from the 
personal use of any autos, lodgings or any other benefits not included in the total 
compensation amount.   

   
 


